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The City of Stockton, California, a debtor under chapter 9 of the Bankruptcy Code
in the case styled as In re City of Sockton, California, Case No. 2012-32118, currently pending in
the United States Bankruptcy Court for the Eastern District of California, hereby proposes the
following Plan of Adjustment of Debts pursuant to section 941 of the Bankruptcy Code.*

Please refer to the accompanying Disclosure Statement for a discussion of the
City’sfinancia condition, the developments throughout the Chapter 9 Case, a summary and
analysis of this Plan, and for other important information. The City encourages you to read this
Plan and the Disclosure Statement in their entirety before voting to accept or reject this Plan. No
meaterials other than the Disclosure Statement and the various exhibits and schedules attached to
or incorporated therein have been approved for use in soliciting acceptance or rejection of this

Plan.

l. DEFINITIONS, INTERPRETATION AND RULES OF CONSTRUCTION

A. Definitions.
1. 2003 Fire/Police/Library Certificates has the meaning set forth in the

definition of Fire/Police/Library Lease Back Transaction.

2. 2003 Fire/Police/Library Certificates Reimbur sement Agreement

means the Reimbursement Agreement, dated as of June 1, 2003, by and between the Successor
Agency and the City, pursuant to which the Successor Agency has agreed to utilize the Housing
Set-Aside Amounts (as defined in the 2003 Fire/Police/Library Certificates Reimbursement
Agreement) to reimburse the City for the monies paid by the City under the Fire/Police/Library
Lease Back.

3. 2003 Fire/Police/lL ibrary Certificates Reserve Fund has the meaning set

forth in the definition of Fire/Police/Library Lease Back Transaction.

4. 2003 Fire/Police/Library Certificates Supplemental Trust Agreement

means the First Supplementa Trust Agreement, dated as of May 9, 2013, by and among Wells

Fargo, the Financing Authority, and the City, the form of which is attached as Exhibit B to the

The definitions of capitalized terms used throughout this Plan are set forth in Section I(A). Unless otherwise noted,
all referencesto a“section” are references to a section of the Bankruptcy Code.

-1- CITY OF STOCKTON’'S PLAN OF ADJUSTMENT
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Declaration of Robert Deisin Support of the City Of Stockton’s Motion Under Bankruptcy
Rule 9019 for Approval of Its Settlement with Ambac Assurance Corporation, filed in the
Chapter 9 Case on February 26, 2013 [Dkt. No. 725].

5. 2003 Fire/Police/Library Certificates Trust Agreement isthe Trust

Agreement, dated as of June 1, 2003, by and among Wells Fargo, the Financing Authority, and
the City, relating to the 2003 Fire/Police/Library Certificates.
6. 2003 Fire/Police/lLibrary Certificates Trustee has the meaning set forth

in the definition of Fire/Police/Library Lease Back Transaction.

7. 2003A Fire/Police/L ibrary Certificates has the meaning set forth in the

definition of Fire/Police/Library Lease Back Transaction.
8. 2003B Fire/Police/Library Certificates has the meaning set forth in the

definition of Fire/Police/Library Lease Back Transaction.

9. 2004 Arena Bond I ndentur e means the Indenture of Trust, dated as of

March 1, 2004, by and between the Redevel opment Agency and the 2004 Arena Bond Trustee,
relating to the 2004 Arena Bonds.

10. 2004 Arena Bond Reserve Fund has the meaning set forth in the

definition of Arena Lease Back Transaction.

11. 2004 Arena Bond Trustee has the meaning set forth in the definition of

Arena Lease Back Transaction.

12. 2004 Arena Bonds has the meaning set forth in the definition of Arena

Lease Back Transaction.

13. 2004 Parking Bond Reserve Fund has the meaning set forth in the

definition of Parking Structure Lease Back Transaction.

14. 2004 Parking Bond Trustee has the meaning set forth in the definition of

Parking Structure Lease Back Transaction.

15. 2004 Parking Bonds has the meaning set forth in the definition of Parking

Structure Lease Back Transaction.

2 CITY OF STOCKTON'S PLAN OF ADJUSTMENT
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16. 2004 Par king Bonds I ndentur e means the Indenture of Trust, dated as of

June 1, 2004, by and between the Financing Authority and the 2004 Parking Bond Trustee,
relating to the 2004 Parking Bonds.
17. 2006 SEB Bond Reserve Fund has the meaning set forth in the definition

of SEB Lease Back Transaction.

18. 2006 SEB Bond Trustee has the meaning set forth in the definition of

SEB Lease Back Transaction.

19. 2006 SEB Bonds has the meaning set forth in the definition of SEB Lease

Back Transaction.

20. 2006 SEB | ndentur e means the Indenture of Trust, dated as of March 1,

2006, by and between the Financing Authority and the 2006 SEB Bond Trustee, relating to the
2006 SEB Bonds.

21. 2007 L ease Ask Payments has the meaning set forth in the Assured

Guaranty Term Sheet, attached to the Plan as Exhibit A, and represent payments being made
from the City’ s genera fund that had been proposed to be made on the 2007 Office Building
Bonds under the City’s AB 506 restructuring proposal.

22. 2007 Office Building Bond Reserve Fund has the meaning set forth in the

definition of Office Building Lease Back Transaction.

23. 2007 Office Building Bond Trustee has the meaning set forth in the

definition of Office Building Lease Back Transaction.

24. 2007 Office Building Bonds has the meaning set forth in the definition of

Office Building Lease Back Transaction.

25. 2009 Golf Course/Park Bond | ndentur e means the Indenture of Trust,

dated as of September 1, 2009, by and between the Financing Authority and the 2009 Golf
Course/Park Bond Trustee, relating to the 2009 Golf Course/Park Bonds.
26. 2009 Golf Course/Park Bond Reserve Fund has the meaning set forth in

the definition of Golf Course/Park Lease Back Transaction.

3 CITY OF STOCKTON'S PLAN OF ADJUSTMENT
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27. 2009 Golf Course/Park Bond Trustee has the meaning set forth in the

definition of Golf Course/Park Lease Back Transaction.
28. 2009 Golf Course/Park Bonds has the meaning set forth in the definition

of Golf Course/Park Lease Back Transaction.

29. 400 E. Main Office Building Property has the meaning set forth in the

definition of Office Building Lease Back Transaction.

30.  AB 26 hasthe meaning set forth in the definition of Arena Lease Back
Transaction.

31.  AB 506 means Assembly Bill 506, codified at California Government
Code 53760 et seg., which provides that alocal public entity in California may file a petition for
bankruptcy if it has participated in aneutral evaluation process or has declared a fiscal emergency
and adopted a resolution by a majority vote of the governing board.

32. AB 1484 has the meaning set forth in the definition of Arena Lease Back
Transaction.

33.  Additional Tax Increment Revenues has the meaning set forth in the

definition of Arena Lease Back Transaction.

34.  Administrative Claim means any Claim, not already paid by the City, for

an administrative expense of the kind allowed under section 503(b) and entitled to priority under
section 507(a)(2), after giving effect to sections 901 and 904: (i) which the City agreesisan
Allowed administrative expense claim; or (ii) which the Bankruptcy Court determinesis an
Allowed administrative expense claim. The City’s consent to the Bankruptcy Court adjudicating
Administrative Claim statusis given without the City in any way consenting or agreeing that
other Claims for postpetition obligations of the City would be entitled to status as Administrative
Claims as “the actual necessary costs and expenses of preserving the estate” under section 503(b),
and the City reservesitsright to maintain that such Claims would instead constitute Other
Postpetition Claims as defined herein.

35. Allowed means a Claim that:

4 CITY OF STOCKTON'S PLAN OF ADJUSTMENT
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@ Has been listed on the list of creditorsfiled by the City, as such list
may be amended from time to time pursuant to Bankruptcy Rule 1009; is not listed as
unliquidated, contingent or disputed; and for which no contrary proof of claim has been filed
(subject to objection as set forth in the next subsection);

(b) Is asserted in a proof of claim filed in compliance with section 501
and any applicable orders of the Bankruptcy Court or listed in the list of creditorsfiled by the
City and asto which: (i) no objection has been, or subsequently is, filed within the deadline
established pursuant to Section X(A) of the Plan (as such deadline may be extended by the
Bankruptcy Court upon application of the City from time to time); (ii) the Bankruptcy Court has
entered aFinal Order alowing all or aportion of such Claim (but only in the amount so allowed);
or (iii) the Bankruptcy Court has entered a Final Order under section 502(c) estimating the
amount of the Claim for purposes of alowance;

(c) I's subject to a stipulation between the City and the holder of such
Claim providing for the allowance of such Claim;

(d) Is deemed “Allowed” pursuant to this Plan;

(e Is designated as “ Allowed” in a pleading entitled “ Designation Of
Allowed Claims’ (or asimilar title of the same import) filed with the Bankruptcy Court by the
City on or after the Effective Date; or

() Is an Administrative Claim or Other Postpetition Claim asto which
the Bankruptcy Court has entered a Final Order allowing all or a portion of such Claim (but only
in the amount so allowed).

36. Ambac means Ambac Assurance Corporation, a Wisconsin stock
insurance corporation.

37.  Ambac Effective Date means the first business day following the day on

which all the conditions contained in section 5.1 of the Ambac Settlement Agreement have either
occurred or been expressly waived by the parties thereto.

38.  Ambac Insurance Policy means the financial guaranty policy issued by

Ambac in connection with the Fire/Police/Library Lease Back Transaction, which insures the
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2003 Fire/Police/Library Certificates executed and delivered by the 2003 Fire/Police/Library

Certificates Trustee to fund affordable housing projects in the City.

39.  Ambac Settlement Agreement means the Stipulation and Settlement

Agreement, dated as of February 26, 2013, by and among the City, the Financing Authority, the
2003 Fire/Police/Library Certificates Trustee, and Ambac, which is attached as Exhibit A to the
Declaration of Robert Deisin Support of the City of Stockton’s Motion Under Bankruptcy
Rule 9019 for Approval of Its Settlement with Ambac Assurance Corporation, filed in the
Chapter 9 Case on February 26, 2013 [Dkt. No. 725].

40. Ambac Settlement Agreement M otion means the motion filed in the

Chapter 9 Case on February 26, 2013 [Dkt. No. 723].

41.  Arena hasthe meaning set forth in the definition of Arena Lease Back
Transaction.

42.  ArenaClaims of the 2004 Arena Bond Trustee/NPFG means the Claims

arising in connection with the Arena Lease Back Transaction (which claims were held by the
Redevelopment Agency, but are now controlled and asserted by the 2004 Arena Bond Trustee at
the direction of NPFG (as the insurer of the 2004 Arena Bonds) as aresult of the assignment by
the Redevelopment Agency of all of its rights under the Arena Lease Out and the Arena Lease
Back to the 2004 Arena Bond Trustee), as modified by the NPFG Settlement. The Arena Claims
of the 2004 Arena Bond Trustee/NPFG do not include any claims arising out of non-payment of
the 2004 Arena Bonds as all such claims are claims against the Redevel opment Agency and are
not obligations of the City (except to the extent specifically provided under the terms of the
NPFG Settlement).

43.  Arenal ease Back hasthe meaning set forth in the definition of Arena

Lease Back Transaction.

44, Arena L ease Back Rental Payments has the meaning set forth in the

definition of Arena Lease Back Transaction.

45. Arena L ease Back Transaction means the transaction described as

follows:
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Financial Instruments Involved. The financial instruments
involved in this transaction are the Redevelopment Agency of the City of Stockton
Revenue Bonds, Series 2004, (Stockton Events Center — Arena Project) issued on
March 16, 2004, in the aggregate principal amount of $47,000,000 (the “2004
Arena Bonds’). Wells Fargo is the indenture trustee under the 2004 Arena Bonds

Indenture (together with any successor trustee, the “2004 Arena Bond Trusteg”).

A reserve fund exists for the 2004 Arena Bonds with a balance as of September 1,

2013, of $3,511,392.02 (the “2004 Arena Bond Reserve Fund”). Thefundsin

the 2004 Arena Bond Reserve Fund are pledged to support repayment of the 2004
ArenaBonds. The 2004 Arena Bonds are insured by NPFG.

Property I nvolved/Lease. Asdescribed in more detail below, the
property and facility involved in this transaction is the Stockton Arena (as more
particularly described below, the “Arena”). In order to facilitate the financing
provided by the 2004 Arena Bonds, the City, as owner of the Arena, leased the
Arenato the Redevelopment Agency pursuant to that certain Site Lease dated as of
March 1, 2004, for aterm ending on September 1, 2036, with a possible extension
of the term, or reduction in term, to the date upon which the 2004 Arena Bonds are

paidinfull (the“Arenal ease Out”). Under section 510 of the City Charter, the

ArenaLease Out may not extend for more than 55 years, or until February 28,
2059. The City contemporaneously leased the Arena back from the
Redevelopment Agency for the same number of years (but the lease term cannot
extend beyond September 1, 2046) pursuant to the terms of that certain Lease
Agreement dated as of March 1, 2004 (the “Arena L ease Back”). Thus, the City

isthe lessor and the Redevel opment Agency is the tenant under the Arena Lease
Out, and the Redevelopment Agency isthe lessor and the City is the tenant in the
ArenalLease Back.

As tenant under the Arena Lease Out, the Redevel opment Agency

paid rent for the entire lease term in amount equal to $1.00. The Redevelopment
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Agency agreed under the Arena Lease Back to allow the City to use the proceeds
of the 2004 Arena Bonds to construct the Arenafacilities. Astenant under the
Arena Lease Back, the City agreed to make semi-annual rental paymentsin
varying amounts ($2,570,687 for fiscal year 2012-13, $2,621,346 for fiscal year
2013-14, $2,673,221 for fiscal year 2014-15, etc.) (the “Arena L ease Back

Rental Payments’). The Redevelopment Agency assigned its rights under the

Arena Lease Back, including the rights to enforce the lease after default by the
City, and including the stream of Arena Lease Back Rental Payments from the
City, to support the repayment of the 2004 Arena Bonds. In addition, pursuant to
the terms of that certain Pledge Agreement between the City as pledgor and the
Redevelopment Agency as pledgee dated as of March 1, 2004 (the “Arena Pledge
Agreement”), the City pledged certain incremental tax revenues (the “ Pledged

TaxIncrement”) expected to be collected from the West End Urban Renewal

Project No. 1, aformer development project area consisting of 642 acres
surrounding and including the Arena, located in the heart of downtown Stockton,
just north of the City’s Crosstown Freeway and east of Interstate 5, containing a

mix of commercial, industrial, and residentia uses (the “West End Project

Area’). Asaresult of the enactment of Assembly Bill X126 (*AB 26") as
modified by Assembly Bill 1484 (“AB 1484"), amending certain sections of the
Cdlifornia Government Code and the Health and Safety Code, which together
effected the dissolution of redevelopment agencies in the State of California,
certain other tax increment monies formerly allocated to the former redevel opment
agencies have been transferred to their successor agencies (in this case, the City
acting in that capacity) and are available in addition to pledged revenues to pay
enforceable obligations such as the Arena Pledge Agreement (the “Additional

Tax Increment Revenues’). No other revenues or assets are pledged to support

the repayment of the 2004 Arena Bonds, the repayment obligation is non-recourse

to the Redevel opment Agency, and the 2004 Arena Bonds are payable solely from
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the 2004 Arena Bond Reserve Fund, the Arena Lease Back Rental Payments, the
Pledged Tax Increment, and the Additional Tax Increment Revenues.

The subject property is the land described as Parcel 4, as shown on
the Parcel Map filed for record in the office of the Recorder of the County of San
Joaguin, State of California, on March 4, 2003, in Book 23 of Maps, page 15, and
the Arenalocated thereon, an indoor facility capable of hosting events such asice
hockey, indoor football, indoor soccer, concerts, boxing events, rodeos, and other
such indoor events, and located at 248 West Fremont Street in downtown
Stockton. The Arenaincludes officials facilities, mediafacilities, food services
facilities, 24 luxury suites for approximately 288 patrons, the Record Press Club
Level with 344 Club Seats, 5,000 square feet of conference space, and ample
backstage amenities. The Arena can be configured for 8,600 to 12,000 seats,
based upon the nature of the event. The Arena sports an 85 by 200 foot ECHL
regulation ice sheet and is home to the Stockton Thunder ice hockey team.

The Arenais part of the Stockton Events Center project (the

“Events Center Project”), which also includes a baseball stadium with a seating

capacity of approximately 5,000 people, the University Plaza Waterfront Hotel and
University Lofts, the Stockton Events Center Parking Structure, and approximately
60,000 square feet of retail/commercial space. The Events Center Project,
including the Arena, is located in downtown Stockton on approximately 24 acres
immediately north of and adjacent to the Stockton Channel and within the West
End Project Area.

The Arenacurrently operates at a net |oss before debt service and
requires asignificant General Fund subsidy just to remain in operation.

46.  Arenal ease Out hasthe meaning set forth in the definition of Arena

Lease Back Transaction.

47.  Arena Pledge Agreement has the meaning set forth in the definition of

Arena Lease Back Transaction.
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48. Assumption M otion means the motion to be filed by the City pursuant to

section 365(a) pursuant to which the City shall seek approval and authorization for its assumption
of such executory contracts and unexpired leases as shall be identified in the Assumption Mation.

49.  Assured Guaranty means Assured Guaranty Municipa Corp.

50. Assured Guaranty Contingent General Fund Payments T er m Sheet

has the meaning set forth in the definition for Assured Guaranty Settlement.

51. Assured Guaranty Settlement means that certain settlement among the

City, the 2007 Office Building Bond Trustee, the Pension Obligation Bonds Trustee, and Assured
Guaranty regarding the treatment under this Plan of the Claims arising out of the Office Building
Lease Back Transaction and the Pension Obligation Bonds, as set forth in that certain “Finad
Settlement Term Sheet, Assured Guaranty Municipal Corp. and City of Stockton” dated as of

October 2, 2013 (the “Assured Guaranty Settlement Term Sheet”), to which is attached as

Exhibit A that certain “Final Term Sheet for Contingent General Fund Payments” dated as of

October 2, 2013 (the “ Assured Guar anty Contingent General Fund Payments Term Sheet”,

and together with the Assured Guaranty Settlement Term Sheet, the “Assured Guaranty Term

Sheet”), both of which are attached hereto as Exhibit A and incorporated by reference, and as
more particularly set forth in that certain “ Settlement Agreement, Assured Guaranty Municipal

Corporation and City of Stockton” (the “Assured Guaranty Settlement Agreement”), set forth

in the documentation annexed as Exhibit 1 to the Plan Supplement. The Assured Guaranty
Settlement shall include representations, warranties, covenants, conditions, and mutual releases as
are customary for such agreements. Any conflict between the terms of the Assured Guaranty
Settlement Term Sheet, the Plan, the Disclosure Statement and the Assured Guaranty Settlement
Agreement shall be resolved as set forth in the Assured Guaranty Settlement Agreement. While
the Assured Guaranty Settlement Term Sheet and Assured Guaranty Settlement Agreement
should be consulted for the precise terms of the Assured Guaranty Settlement, a summary of the

Assured Guaranty Settlement is as follows:
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Disposition of the 400 E. Main Office Building Property:

e The Office Building Lease Out and Lease Back will be terminated,
and the City shall have no obligations under the same. The City
will transfer feetitlein the 400 E. Main Office Building Property to
Assured Guaranty or its designee at Assured Guaranty’s election,
subject to the New 400 E. Main Lease. Assured Guaranty may
elect to keep the property or to sell it at some future date, subject to
the New 400 E. Main Lease. Assured Guaranty shall be entitled to
all net rent and profits of the property after the transfer and to all of
the sales proceeds of the property should Assured Guaranty elect to
sell the property, and Assured Guaranty shall be obligated to pay all
costs of operation and maintenance of the property. The City shall
be released from any and al liability with respect to the 2007
Office Building Bonds and associated documents and the
terminated Office Building Lease Out and Lease Back and other
related bond documents.

e The New 400 E. Main Lease shall include the terms set forth in the
Assured Guaranty Term Sheet, including without limitation the
following: theinitial term shall begin on the Effective Date and
end on June 30, 2022; the City shall enjoy exclusive use of the City
Space (as defined in the Assured Guaranty Term Sheet); the City
shall make monthly rent payments as specified in the Assured
Guaranty Term Sheet; the New 400 E. Main Lease supersedes the
Fourth Floor Lease of 400 E. Main.

Non-Contingent Payments on Pension Obligation Bonds:

e The City agrees to make non-contingent payments on the Pension
Obligation Bonds in each fiscal year equal to the sum of the 2007
Lease Ask Payments, Special Fund Payments, and Supplemental
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Other Terms:

Payments on the dates and in the amounts set forth in the Assured
Guaranty Term Sheet.

Assured Guaranty shall also be entitled to Contingent Paymentsin
accordance with the City’ s Contingent Payment Model, a copy of
which is attached to the Assured Guaranty Term Sheet as

Exhibit A. If the City does not exceed its baseline financial
projections in the upcoming years, Assured Guaranty would receive
no Contingent Payments. However, if the City were to exceed its
financial projections over the years—which the City and Assured
Guaranty believe may be achievable—Assured Guaranty would
receive Contingent Payments until Assured Guaranty has received
payment in full on the Pension Obligation Bond Class 6 Claims;
provided, that the last date a Contingent Payment is required to be
paidisJune 1, 2052. Contingent Payments will be based upon the
City’ s budget in each year, subject to adjustment following year-
end audit.

Contingent Payments on the Pension Obligation Bonds for each
fiscal year shall be paid on June 1 of such fiscal year, commencing
June 1, 2018 and ending on June 1, 2052, subject to adjustment

based on audits as mentioned above.

Assured Guaranty and the City shall each bear their own
professional fees. The City will waive rights to seek reimbursement
of attorneys’ fees related to the digibility trial in the Chapter 9
Case, and Assured Guaranty and the Trustee will waive rightsto
seek attorneys' fees under the bond documents except for any

attorneys’ feesincurred as aresult of afuture breach of the Plan.
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52.  Assured Guaranty Settlement Agreement has the meaning set forthin

the definition of Assured Guaranty Settlement.

53.  Assured Guaranty Settlement Term Sheet has the meaning set forthin

the definition for Assured Guaranty Settlement.

54.  Assured Guaranty Term Sheet has the meaning set forth in the definition

of Assured Guaranty Settlement.

55.  Ballot meansthe ballot(s), in the form(s) approved by the Bankruptcy
Court in the Plan Solicitation Order accompanying the Disclosure Statement and provided to each
holder of a Claim entitled to vote to accept or regject this Plan.

56. Bankruptcy Code meanstitle 11 of the United States Code, as amended

from time to time, as applicable to the Chapter 9 Case.

57. Bankruptcy Court means the United States Bankruptcy Court for the

Eastern District of California, Sacramento Division, or such other court that lawfully exercises
jurisdiction over the Chapter 9 Case.

58. Bankruptcy Rules means the Federal Rules of Bankruptcy Procedure, as

amended from time to time, as applicable to the Chapter 9 Case, together with the local rules of
the Bankruptcy Court applicable to the Chapter 9 Case. Unless otherwise indicated, referencesin
this Plan to “Bankruptcy Rule " areto the specifically identified rule of the Federal Rules
of Bankruptcy Procedure.

59. Bar Date means the applicable date by which a particular proof of claim
must be filed, as established by the Bankruptcy Court.

60. Business Day means a day other than a Saturday, a Sunday, or any other
day on which banking institutionsin New Y ork, New Y ork, are required or authorized to close by
law or executive order.

61. CalPERS meansthe California Public Employees Retirement System.

62. CalPERS Pension Plan means the pension plan contract between

CaPERS and the City, dated as of September 1, 1944, as amended (CaPERS ID 6373973665).

13 CITY OF STOCKTON'S PLAN OF ADJUSTMENT



© 00 N o o b~ w N Pk

T T N T N N N S N S N N S T e e S T S
oo N o o M WwWODNBPBP O O 0o N oo o dD wWDN -, O

The draft disclosur€sfesemét -adehhib8nyirgilisieldl & hAAIB adj i3mient h&@Hhot been approved by the Bankruptcy
Court. Thedistribution of the draft disclosure statement and of thisdraft plan is not intended as, and should not be
construed to be. the solicitation of a vote on thisdraft plan or on anv other plan.

63. CalPERS Pension Plan Participants means those current and former City

employees and their survivors and other dependents who are the beneficiaries of the CaPERS
Pension Plan.

64.  Cash means cash and cash equivalents, including withdrawable bank
deposits, wire transfers, checks, and other similar items.

65. Chapter 9 Case means the case under chapter 9 of the Bankruptcy Code

commenced by the City, styled as In re City of Stockton, California, Case No. 2012-32118,
currently pending in the Bankruptcy Court.

66. City meansthe City of Stockton, California, the debtor in the Chapter 9
Case.

67.  City Council meansthe duly elected legislative body of the City.

68. CJPRMA means California Joint Powers Risk Management Authority.

69.  Claim means aclaim against the City or the property of the City within the
meaning of section 101(5).

70.  Class means any group of Claims classified herein pursuant to
section 1123(a).

71. Confirmation Date means the date on which the Clerk of the Bankruptcy

Court enters the Confirmation Order on the docket of the Bankruptcy Court.

72. Confirmation Hearing means the hearing to be conducted by the

Bankruptcy Court regarding confirmation of this Plan, as such hearing may be adjourned,
reconvened or continued from time to time.

73. Confirmation Order means the order of the Bankruptcy Court confirming

this Plan pursuant to section 943.

74. Construction Agreement means that certain “Agreement Regarding

Construction Costs’ dated as of April 29, 2008, among SCC 16, the City, and the Redevel opment
Agency, relating to the City’ s obligation to reimburse SCC 16 for construction costs paid by
SCC 16 that the City was otherwise liable to pay, for the construction of improvementsto certain

premises located in the Edmund S. Coy Parking Structure leased by SCC 16.
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75. Controller means the California State Controller’ s Office.

76. Convenience Class Claim means any Allowed Claim that is greater than

$0 in Allowed amount and less than or equal to $100 in Allowed amount or irrevocably reduced
to $100 in Allowed amount at the el ection of the holder of the Allowed Claim as evidenced by the
Ballot submitted by such holder; provided, however, that an Allowed Claim may not be
subdivided into multiple Claims of $100 or less for purposes of receiving treatment as a
Convenience Class Claim.

77.  DBW meansthe Caifornia Department of Boating and Waterways, now
the Boating and Waterways division of the Department of Parks and Recreation.

78. DBW Construction L oan Claim means the Clam of DBW under the

Marina Construction Loan Agreement, secured by a pledge of gross revenues under the terms of a
Collateral Assignment of Rents and Leases for the Project Area, which pledge is converted to a

pledge of net revenues by virtue of section 928(b). The“Marina Project” (as defined and

described in the Marina Construction Loan Agreement) has generated no net operating revenues
sinceits official opening on October 30, 2009. The City General Fund subsidy for the Marina
Project totals $1,905,299 from fiscal year 2010-11 through the adopted budget for fiscal year
2013-14. The Marina Construction Loan Agreement provides that DBW, upon default, may take
over the operations of the Marina Project and charge the costs of operations to the City; however,
under the Debt Limit, the City is not liable for such paymentsin future fiscal years because the
Marina Construction Loan was not approved by a 2/3 vote of the voters of the City. Pursuant to
the terms of the Marina Construction Loan Agreement, any obligation to repay the Marina
Construction Loan from the General Fund is subject to the Debt Limit. Because the Marina
Construction Loan was not submitted to and approved by 2/3 of the voters of the City, any
obligation of the City’ s General Fund to make payments under the Marina Construction Loan is

void ab initio, and the unsecured portion of this Claim is not an Allowed Claim.?

% The obli gation to pay the Marina Construction Loan from revenues of the Marina Project—as opposed to the
General Fund—does not violate the Debt Limit because the Marina Project operates as an enterprise fund. See City
of Oxnard v. Dale, 45 Cal. 2d 729, 737, 290 P.2d 859, 863 (1955).
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79. DBW Marina Planning Report L oan Claim means the Claim of DBW

under the Marina Planning Report Loan. This Claim is an unsecured Claim against the
Redevelopment Agency, is not aclaim against the City, and isincluded herein for information
only.

80. DBW Transaction means two loans made by DBW: thefirst an

unsecured |oan to the Redevelopment Agency in the amount of $280,000, bearing interest at 4.5%
per year with arepayment term of 10 years, with equal annual installment payments due on
August 1 of each year commencing on August 1, 2003, as evidenced by that certain Stockton
Waterfront Marina $180,000 Planning Loan Contract (also titled the Planning Study Contract,
Stockton Waterfront Marina Study Loan) dated as of September 13, 1996, as the same has been

amended from time to time (the “M arina Planning Report L oan”); and the second aloan to the

City in the amount of $13,300,000 for the stated purpose of construction of the Marina Project,
bearing interest at 4.5% per year with interest and principal payments due annually on August 1
of each year for 30 years commencing on the August 1 after the final disbursement of loan
proceeds, secured by a Collateral Assignment of Rents and Leases for the Project Areaas
evidenced by that certain Stockton Waterfront Marina $13,300,000 Loan Contract dated as of

June 21, 2004 (the “Marina Construction L can” and, as amended, the “Marina Construction

L oan Agreement” respectively).

81. Debt Limit means the debt limit imposed by article XV1, section 18 of the
California Constitution. See In re County of Orange v. Fuji SecuritiesInc., 31 F. Supp. 2d 768
(C.D. Cal. 1998).

82.  Dexia means Dexia Crédit Local, a banking corporation duly organized
and existing under the laws of the Republic of France, acting through its New Y ork branch.

83. Disallowed means a Claim or portion thereof that: (i) has been disallowed
by aFinal Order of the Bankruptcy Court; (ii) has been listed by the City initslist of creditors, as
it may be amended from time to time in accordance with Bankruptcy Rule 1009, as in the amount
of $0, contingent, disputed, or unliquidated, and as to which no proof of claim has been filed by

the applicable deadline or deemed timely filed pursuant to any Final Order of the Bankruptcy
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Court; (iii) as to which the holder thereof has agreed to be equal to $0 or to be withdrawn,
disallowed or expunged; or (iv) has not been listed in the list of creditors and as to which no proof
of claim has been filed by the applicable deadline or deemed timely filed pursuant to a Final
Order of the Bankruptcy Court.

84. Disclosur e Statement means the disclosure statement, and all exhibits and

schedules incorporated therein, that relates to this Plan and that is approved by the Bankruptcy
Court pursuant to section 1125, as the same may be amended, modified, or supplemented in
accordance with the Bankruptcy Code.

85. Disposition and Development Agreement means that certain Disposition

and Development Agreement between SCC 16 and the Redevel opment Agency, dated as of
October 8, 2002, regarding the development of the City Center Cinema project in Stockton,
Cdlifornia

86. Disputed Claim means any Claim or portion thereof that has not become

Allowed and that is not Disallowed. In the event that any part of a Claim is a Disputed Claim,
except as otherwise provided in this Plan, such Claim shall be deemed a Disputed Claimin its
entirety for purposes of distribution under this Plan unless the City otherwise agreesin writingin
its sole discretion. Without limiting the foregoing, a Claim that is the subject of a pending
application, motion, complaint, objection, or any other legal proceeding seeking to disallow,
limit, reduce, subordinate, or estimate such Claim shall be deemed to be a Disputed Claim.

87. Effective Date means a Business Day after the Confirmation Date

specified by the City on which the conditions specified in Section X111 of the Plan have been
satisfied or waived. For purposes of calculating various payments, the Effective Date was
assumed to be [ |. However, because the Confirmation Hearing will not occur until
[ |, the City estimates that the Effective Date will occur in [ |, so the
calculations will be slightly altered.

88. Events Center Project has the meaning set forth in the definition of Arena

Lease Back Transaction.

17 CITY OF STOCKTON'S PLAN OF ADJUSTMENT



© 00 N o o b~ w N Pk

T T N T N N N S N S N N S T e e S T S
oo N o o M WwWODNBPBP O O 0o N oo o dD wWDN -, O

The draft disclosur€sfesemét -adehhib8nyirgilisieldl & hAAIB adj i3mient h&@Hhot been approved by the Bankruptcy
Court. Thedistribution of the draft disclosure statement and of thisdraft plan is not intended as, and should not be
construed to be. the solicitation of a vote on thisdraft plan or on anv other plan.

89. Final Order means ajudgment, order, ruling, or other decree issued and
entered by the Bankruptcy Court or by any state or other federal court or other tribunal having
jurisdiction over the subject matter thereof which judgment, order, ruling, or other decree has not
been reversed, stayed, modified, or amended and asto which: (a) the time to appeal or petition
for review, rehearing, or certiorari has expired and no appeal or petition for review, rehearing, or
certiorari is then pending; or (b) any appeal or petition for review, rehearing, or certiorari has
been finally decided and no further appeal or petition for review, rehearing, or certiorari can be
taken or granted.

90. Financing Authority means the Stockton Public Financing Authority, a

joint powers authority organized and existing under the laws of the state of Californiaand that
certain Joint Exercise of Powers Agreement dated as of June 16, 1990, by and between the City
and the Redevel opment Agency.

91. Fire/Police/lLibrary L ease Back has the meaning set forth in the

definition of Fire/Police/Library Lease Back Transaction.

92. Fire/Police/Library L ease Back Rental Payments has the meaning set

forth in the definition of Fire/Police/Library Lease Back Transaction.

93. Fire/Police/Library L ease Back Transaction means the transaction

described as follows:
Fire/Police/Library Financial Instruments Involved. The
financial instrumentsinvolved in this transaction are the City of Stockton
Certificates of Participation (Redevelopment Housing Projects) Series 2003A,
issued on June 27, 2003, in the original principal amount of $1,160,000 (the
“2003A Fire/Police/lLibrary Certificates’) and the Certificates of Participation

(Redevelopment Housing Projects) Taxable Series 2003B, issued on June 27,
2003, in the original principal amount of $12,140,000 (the “2003B
Fire/Police/lL ibrary Certificates’, and together with the 2003A

Fire/Police/Library Certificates, the “2003 Fire/Poalice/Library Certificates’).

Wells Fargo is the trustee under the 2003 Fire/Police/Library Certificates Trust
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Agreement (together with any successor trustee, the “2003 Fire/Police/L ibrary

Certificates Trustee”). A reserve fund exists for the 2003A Fire/Police/Library

Certificates with a balance as of September 1, 2013 of $59,746.48 and for the
2003B Fire/Police/Library Certificates with a balance as of September 1, 2013 of
$706,781.35 (together, the “2003 Fire/Police/L ibrary Certificates Reserve

Eund”). Thefundsin the 2003 Fire/Police/Library Certificates Reserve Fund are
pledged to support payment of the lease payments under the Fire/Police/Library
Lease Out evidenced and represented by the 2003 Fire/Police/Library Certificates.
The 2003 Fire/Police/Library Certificates are insured by Ambac. The City also
entered into a Reimbursement Agreement, dated as of June 1, 2003 (the “2003

Fire/Police/Library Certificates Reimbursement Agreement”), with the former

Redevelopment Agency of the City of Stockton (the “ For mer Redevelopment

Agency”). The City, as successor (the “ Successor Agency”) to the Former

Redevelopment Agent per California Assembly Bill AB x1 26 (2011-12) which
dissolved California’ s redevelopment agencies as of February 1, 2012, is successor
in interest to the Former Redevel opment Agency under the 2003
Fire/Police/Library Certificates Reimbursement Agreement. Pursuant to the terms
of the 2003 Fire/Police/Library Certificates Reimbursement Agreement, the
Successor Agency is obligated to reimburse the City for |ease payments the City
makes under the Fire/Police/Library Lease Bank (as defined below) from Housing
Set-Aside Amounts (as defined in the 2003 Fire/Police/Library Certificates
Reimbursement Agreement).

Properties I nvolved/Leases. As described in more detail below, the
properties that are involved in this transaction are three fire stations, the City’s
Main Palice Facility, and the Maya Angelou Southeast Branch Library

(collectively, the “Eire/Police/Library Properties’). In order to facilitate the

financing to be provided by the 2003 Fire/Police/Library Certificates, the City, as

owner of the Fire/Police/Library Properties, leased the properties to the Financing
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